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Access Link Pricing for Kingdom of Jordan

Abstract:

This report coversthe cost of providing Access Links to the Internet dso commonly known as the
World Wide Web. Specifically it addresses the issues confronting the stakeholders of the Kingdom
of Jordan regarding linking to the internationa telecommunications systems that enable Internet
activity to take place with globa access. It includes consderations as to how this pricing affects the
vison of REACH and King Abdullah 11 to develop aviable IT indudry in Jordan within 5 years. The
author also makes recommendations based on avery brief review of the Jordanian technicd, legd,
and economic environment, status, and potentia. Observations and recommendations are based on
the author’ s background, experience and skills developed in over 30 years experiencein the
telecommunications and I T industry, including over 20 years with the US Bell System and 10 years
as an internationa consultant and devel oper.

Based on this experience and very vauable perspectives and input from the stakeholders,
recommendations include: Lega changes to enable competitive market forces to flourish, economic
reasons to lower the cost of accessto internationd telecommunications links, technical
congderations for providers and regulators regarding cost structures and price support, and
Interconnection and standards for equipment.
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Part | - Schedule

Section A - Scope of Work, Deliverables and Deliverables Schedule

A.l. Background

The REACH Initiative was developed in 1999 as a nationd strategy and action plan for Jordan to
develop a vibrant, export-oriented Information Technology Service sector. The strategy lays out the
main thrusts to bolster the country's IT sector and outlines a clear plan of action to be undertaken by
Jordan's private sector, government and other stakeholders. The initiative was developed by a core
group of members of the Jordan Computer Society with technica support from the AMIR project
and consultation with Jordan I'T leaders.

Asoutlined in The REACH Initiative: Launching Jordan's Software and IT Services Industry
(Aug 1999), the main drategic areas of thisinitigtiveincdlude 1) IT industry development 2) policy
and regulatory strengthening 3) human resource development 4) government support 5) capital and
financing and 6) infrastructure improvement. Each of these Strategic areasin turn, includes alist of
proposed actions (i.e., establish an I T industry association, strengthen university-IT industry ties,
develop competitive pricing of high speed lines, etc) amed a making the Jordanian IT services
industry aleading export winner, rivaling the traditional mining and tourism sectors.

Asafirg gep inimplementing the REACH Initiative, the AMIR project established implementation
working groups for each of the above six srategic areas and organized a series of consultative
mestings in late July and August bringing together these working groups, technica experts and public
and private sector stakeholders. The objective of these meetings - with technical experts serving as
facilitators and presenters - wasto discuss legd and regulatory congtraints facing particular aspects
of the IT industry and develop findings and recommendations overcoming such congraints.
Recommendations place particular emphasis on laws and regulations and will be used by locdl
legidative teams to draft legidative reform packages.

A.2. Scope of Work

1. Provide Internet Access and Pricing expertise for a series of meetings under the REACH IT
Infrastructure Development strategic area

2. Meet with and focusthe REACH IT Infrastructure Development Working Team, asmal
team of IT association board members and/or IT industry specidists, on general Internet
access and pricing issues.

3. Thismesting will be followed by alarger meeting of stakeholders, including thosein the
public and private sector, the business community, and members of the I T association.
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4.

Make a presentation on the development of Internet access and pricing in a model
environment, placing emphasis on the laws and regulations. This presentation geared to
foster discussion among the presenter and participants and determined the extent to which
legd and regulatory congtraints currently hamper Internet access and pricing in Jordan.

Hold a second meeting with the IT Infrastructure Development Working Team, to discuss
the findings from the stakeholders meeting and focus the I'T Infrastructure Devel opment
Working Team on the legd and regulatory issues at hand.

Based on the observations and findings from al three meetings, a comprehensve report, sets
forth legd and regulatory recommendations for consderation by the locd legidative teams.

Specific Tasks. The Internet access and pricing expert will:

1

Read the following materials and prepare notes and/or background discussion materids as
necessary, related to improved internet access and pricing in Jordan for use during
subsequent meetings with the I'T Infrastructure Development Working Team and the
stakeholders:

a. The REACH Initiative document (August 1999)

b. REACH webste

¢. Jordan Vision 2020 Document
Completed- U.S.-Based Preparation Day - Aug 18

Attend "Pre-Stakeholder Meeting” with the Infrastructure Development Working Team
Completed- Aug 21

Attend Speciad Stakeholder meeting, prepare a presentation on improved Internet access
and pricing in amodel environment and serve as afacilitator for a broad discusson among
the stakeholders of the legd and regulatory condraints facing internet access and pricing
development in Jordan.

Completed- Aug 22

Attend "Pogt-Stakeholder Meseting” with the Infrastructure Development Working Team to
discuss his observations and conclusions and focus the team on the reforms necessary to
foster the development of the IT industry in Jordan.

Completed - August 23

Prepare Recommendations Report Using findings and conclusions collected during the three
meetings, prepare this comprehensive report, which sets forth legal and regulatory reform
related recommendations for consideration by the loca legidative teams.

Completed - August 24
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A3

Deliverables

The Subcontractor shdl be responsible for providing ddiverables relating to the meetings described
in the above tasks. These ddiverables include:

(@

(b)

(©

(d)

Attend the "Pre-Stakeholder” and "'Post Stakeholder” meetings with the Infrastructure
Development Working Team and focus the Working Team on legidative and regulatory
reforms required to promote Internet access and pricing in the Jordanian I'T sector.
Done

Make a report on creating amodel environment for Internet access and pricing in the Jordan
IT sector, emphasizing the needed legd and regulatory reforms.
Done

Prepare this report, using findings and recommendations collected during the three meetings,
which setsforth legal and regulatory reform recommendations for consideration presentation
at the Specid Stakeholders meeting by the locdl legidative teams. These recommendations
shdl focus on the legidative and regulatory reforms necessary to creste amodd environment
for Internet access and pricing in the Jordan I T sector.

Done

The Report conssts of:
a. Thefirg section presents generd ideas of amodd IT environment for Internet
access and pricing (i.e., best practices, state of the art) and a genera discussion of
sdient related issues,

b. The second section discusses the issues, findings, and concerns discovered during
mesetings with the IT Infrastructure Working Team and the stakeholders;

c. Thethird section makes overdl recommendations based on the author’s expertise
and the observations and conclusions from the three meetings.

A.4. Deliverables Schedule

The Subcontractor completed and submitted: deliverable A.3 (@) by August 23; ddiverable A.3 (b)
on August 22, 2000; and deliverable A.3 (c) August 24, 2000.
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Section B - Calendar of Events

August 18, 2000 Friday Complete initid Research and leave Serttle, Washington home office for
Amman

August 19 - Arrivdl Amman 11PM
August 20 — Meet AMIR-Jordan gtaff (Evon) — orientation

August 21 — Meet Ra ed Bilbess of int@j and Marwan Juma, NETS, lunch and briefing on
REACH and issues of current market and 1SPs (Internet Service Providers). Attended I'T Park
presentation. Conducted Pre-stakeholder Mesting. Prepared draft presentation

August 22 — Met with Ra ed and Pierre Mattel - CEO Jordan Telecom (JTC), Mahmoud Wrelkat
— Telecommunications Regulatory Commisson (TRC), Steve Wade — Program Director AMIR,
and His Excdlency Dr. Fawaz Hatim Zu' bi — Minigter of Post & Communications. Completed and
ddivered 2¥>-hour presentation at the Specia Stakeholders meeting — approximately 60 attendees.

August 23 — Reviewed Tdecommunications Law of 1995 with Rana bin Tarif, developed proposed
changesto laws and regulatory process. Conducted Post-Stakeholders mesting. Met with AMIR
staff and associates.

August 24, 2000 — Wrote draft and delivered fina report.
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Part Il - A modd I T environment for I nternet access and pricing

Section C - The development of a model IT environment

C.1 Why a model is needed

The development of amodd IT environment for Internet access and pricing answers the “What” in
conjunction with the “Why” isthisimportant to Jordan? The REACH Visionisto deveop IT sKills
as anationd resource in Jordan to support the worldwide need for IT skills. This vison has been
developed over the last year with input from virtualy every aspect of Jordan’s business and political
communities.

Common estimates are that the US currently islacking over 100,000 skilled IT workersto do
projects dready underway and over amillion additiona 1T workers are needed world-wide to meet
the demand of the next decade. By dl previous measurements and predictions of IT and Internet
related needs, thisis probably low. The basic answer is—thereisademand for skilled IT workers
to support the “New Economy” based on the ubiquitous access that the Internet provides. In
addition, there is areguirement for every economy to build an Information Technology Infrastructure
conggting of Technology, Economic Principles and an informed and knowledgeable population of
workers and users.

Adoption of such amode dlows Jordan to be compstitive in the regiona and world marketplace.
Not just in Internet and I'T labor forces, but dso in the ability to utilize this resource to improve
productivity and creetivity throughout the economy and culture.

The model assumes that access and bandwidth costs need to be at world standard market value not
only to alow the prices of the IT industry to be lower and therefore competitive, but dso to
encourage consumers — business and residentia to be efficient buyers and sdlers of products and
sarvices. “It' s the economy!” isthe catch phrase that explains the raison d'étre for this modd.

The model is needed to provide aframework in Jordan’s emerging economy that is smilar to the
developing countries modd that has emerged as a high economic growth generator. It is expected
that this modd and the following sections provide guiddines that will be further andyzed and
prioritized to add the tactica processes to the consensus strategic processes that have already

begun.

Another congderation on what the model doesisto consider that it isthe “cost” of doing businessin
the IT industry and not just a price of an individua component of the overdl Internet Access Link.

In Jordan, the price of loca access links are reasonable - $ID20 ($US28) per month for 64 kbps,
$ID270.4 for IMbps, $ID494.4 for E1 — 2Mbps. It isthe extremely high cost of International
access links that are required to access the World Wide Web as well as private line access to
international communications centersthat istheissue. Thisisdiscussed in more detail in Part 111
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C.2. AModed for Pricing Internet AccessLinks

The value of anetwork to its subscribers is the number of other subscribers to which it can connect;
therefore, the more subscribers the better. Thisistrue for persond or socia networks aswell as
technology networks. Volume aso helps reduce the unit cost of exchange of information on the
network as well as the efficiency of information distribution on the network.

What are needed in an efficient network-pricing model are three basic ements:

knowledge of the costs of al dements of the network in order to have uniform costs and the

lowest cost for every link,

efficient design, and

efficient operation.
In devel oped economies, the marketplace forces; i.e., economics, drives these efficiencies. It isnot
efficient in amonopoly market where the supplier sets the price and the consumer may only have a
choice to buy or not to buy the only product offered, not a selection of price, quality and features.
(Thisisaso not true in a private network, such as military or aremote location where access is
essential and costs are of less importance to the user.)

Recommendations for selecting amodd are described below in Section F.

C.3. Technical Consderations

The access link that is used in developed countries to access the Internet and interact with other
subscribers’ web hosts and websites is built typically on amulti-tier set of links and access nodesto
the World Wide Web. Infact, the very mode of the Internet was origindly designed to sustain a
major communications failure of the traditiona circuit based telephone network by alowing many
dternate paths to exist around any switching point. Thisis cdled route diversity around a network
bottleneck. Therefore the technica design of our network must alow for multiple access routes.

An efficient technical design typicaly garts with aweb server linked to one or workgtationsviaa
Locd areanetwork (LAN) or viaindividua didup linesto asngle server. This server is then linked
to an Internet Service Provider (ISP), they may incorporate any number of local users and servers
into an Access Node. In this node, messages amnong members of the access node are linked to
each other by the provider and do not need access off the access node network that they are a
member of. For connection to users off this node, the ISP connects to alarger provider who then
has access to alarger network access point (NAP) provided by one of severa of the larger
communications network (Tier 1) providers who provide numerous links to other NAPs, thus
protecting the diversity of routing. These providers are authorized and monitored by aworldwide
standards and administration body.

Efficient technica design then requires multiple access routes as well as connection to both the end
user and the website they aretrying to access. The amount of datathet is tranamitted is efficient if the
amount of bandwidth — measured usudly in bits per second, is sufficient to minimize the time delay
between requesting information and receiving it. By its nature, this arrangement aso provides
economic efficiency by dlowing al subscribers on dl networks to be connected without any other
intervention by the initid user. It isthis economic vaue that is used by IT development and other
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C.4 Economic Value and Costs

Almost asimportant as technica design is the economic cost of the accesslink. Our model must
have the least cogt link or it will inhibit the user from using it due to both cost of the circuit and time
delay because not enough bandwidth is affordable. In Jordan, thereis an efficient loca access price;
however, there is an atificidly high price to use e@ther satdlite or internationd fiber linesto access
the globa network such asto FLAG a Agabaor vialsrad (athough this latter may dso have
politica implications.) For whatever reason, economic efficiency could be achieved at rates smilar
to other countries to access internationa NAPs and data center locations. These links are priced by
the internationd providers at the same uniform rate to al buyers depending on volume because they
use proportiona pricing based on incrementa cost to provide larger bandwidth rather than the
multiplier pricing —the nth channd costs approximately n times the first channd. Lower unit cost
results from more usage of afixed cost asset as aresult of increased demand. Thisis economic

effidency.

C.5 Our Proposed Model Compared to World Model

So our efficient model isamulti-tiered network that is connected to the World Wide Web through
many paths that are affordable and unrestricted. Thisiswhat is present in countries such as the
United States where the local 1SP connects efficiently to Tier 1 NAPssuch as ATT, UUNET,
MAEWes, and others. There is no additiona charge for internationa access asthe large providers
incorporate this into their overal charges.

Our modd looks like this.

Connectivity Access Bandwidth
Router Link Bits per Sec
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Part 111 - Issues, findings, and concerns

Section D — Jordan Telecom

D.1. Jordan Telecom Access Link Prices

Issue: The cogt of alink from Jordan Telecom to access the internationa gateway for the Internet is
10 to 100 times as much as similar accessin other countries. In the US there is no charge to the ISP
or the user for internationd links as these are embedded in the NAP prices. Where there is a cost
such asfor internationa private data networks, the cost istypicdly in the few hundred US dollars
per month for 1.544Mbps (T1) links and a few thousand US dollars for 45 Mbps and higher.
Satellite prices are 25 to 40 percent higher plus one time antenna and termind costs. JTC prices are
currently 18100JD for international leased lines and 24658JD for satellite circuits and were not
quoted in the tariff for large bandwidths such as DS3 (45 Mbps.) These bandwidths will be needed
to meet the needs of the goas being set for e-commerce and IT devel opment.

Concern: In the case of Jordan, lack of supply of low cost links depresses demand and deprives
users of callectively building enough volume to judtify efficient high bandwidth links. Thishasa
serious impact on the earliest IT market, the ISPs, as it discourages them from buying large
bandwidth to satisfy the user desire for speed and it increases their cogts and ultimately the end user
price. Both of these factors suppress demand.

D.2. JTC Access Node and Buildout

Finding: In discussonswith JTC and TRC, it was reveded that JTC plans to expand their data
network capabilities substantidly by providing a newer technology telecommunications system based
on fiber optics links throughout Jordan within 6 months. Thisis dso designed to provide a network
access node for Internet traffic within Jordan.

I ssue: Whilethisis a postive development, it was accompanied by a comment that the cost of such
network improvement is why the JTC needs to have higher rates for Access Links. This cross
subsidization and is inefficient in a competitive market. All revenues from data should flow back to
data as a separate entity.

Concer n: With thisinvestment in a data network, JTC remains a sngle supplier and has a dominant
position over smal companiesthat are legdly and financialy unable to compete or add dternative
sarvice. Thisinhibits or even prevents growth and competition.

D.3 JTC Monopoly Contract

Finding: JTC has amonaopoly contract for dl telecommunications and data services until 2004. This
contract was not available for review for this study.

AMIR Program 14
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I ssue: This agreement defines how the market will work for the next four years.

Concern: Thereisno legd way to compete and have market forces supply to meet the data
demand for the next four years. This will serve to depress development of an IT industry dependent
on alow cog, efficient network for Internet access and data transfer to internationa clients.

D.4 Cost Accounting

I ssue: Nether JTC nor the TRC has a cost accounting system for determining the costs or pricing
judtification for services.

Concern: There is no methodology to audit and determine if prices are reasonable. In mgor
countries, it isthe misson of aregulatory board to authorize only pricesthet are reasonable and if
possible to do this by type of service. Inlieu of this, price caps, such as used in the European Union
(EV) are used to provide a measure of reasonableness to prices.

D.5 Demand Studies

Finding: Nether the User associations such asint@j, TRC, nor JTC has demand studies showing
the market size, potential market, price dadticity or other common indicators for setting prices based
oncods. Typicaly margind costs are afunction of costs divided by demand plus profit margin, etc.
and market based prices are driven by demand studies

Concern: Thereis no evidence to support costs or demand for either the monopoly or the potential
competitive market.

D.6 Easy equal access

Finding: Although JTC is building new datafacilitiesin its current network and facilities, thereisno
simple access point for physicd interconnection of IT data company networks. Each ISP for
example sets up and maintains a server farm, power, air conditioning and negotiates terms for
physicd interconnection.

Concern: Itiscosly to engineer aquality technica workspace with low, but expanding needs. A
company tends to either under invest (the most common case for low capital companies) and then
have serious expanson issues when demand grows at the Internet rate seen recently. An example of
this was the America On Line problem when they changed their pricing structure and couldn’t meet
customer need for sometime. A company can o over invest and then runs the risk of being
unprofitable or non-competitive due to higher costs trandated into prices — Ameritech.net faced this
Issue when it first started its ISP services.
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Part 1V - Recommendations

Section E - Create Free Market, Competitive marketplace

Although JTC and the Kingdom of Jordan are working to develop an improved digital network
infragtructure, it isinherent in alarge corporation and an inditution that change takestime. Added to
thisis the effort taking place to modernize the existing tdlecommunications lines. It isimportant to

... promote environments conducive to harmonious competition” in order for afree market to
flourish. One of the agpects of the free market is the open competition and experimentation it
fosters.

Experience is made from mistakes. Some of the entrepreneurid startups will fail, but these lay the
groundwork for those that will succeed. And successin asmall effort will encourage bigger efforts.
Lack of experienceis evident in the various interviews and discussions held during this study, at dl
levels. Thisis not afault or misfeasance, just an obsarvation that few businesses or managersin
Jordan have had the incentive to experiment in the IT development or Internet market and therefore
lack experience. In asmilar manner, their workers have not benefited from experience in thisarea
ether.

In order to build a base of experienced managers to support the gods of the REACH 2.0 and other
groups, afree market for IT infrastructure should be dlowed. Once an experienced group has
“graduated” from this school, they will be able to take on more sophigticated chdlenges and be able
to identify redligtic gods and achieve them. Ther example will ingpire more to follow. In amonopoly
dominated environment, creativity is dampened and the barrier to entry istoo high. In Jordan, the
cogst to enter the | SP market is $25,000 to license as a data provider and $2500 annually. In
addition, the high cost of providing internationa access to the Internet inhibits research, educationa
activities and busness investment.

E.1 Create private data companies that can resell capacity to others

By creating private data companies, business has incentive to be most efficient, offer more services,
be competitive and identify and promote demand. Smaller companies can move faster to market
and tend to focus on niche markets that are profitable and easy to mature.

E.2 Remove part of JTC to a private company

It isrelatively easy to identify the parts of JTC that are related to data transport and carveit out asa
separate entity. It isrecommended thet this be done, even if JTC isdlowed to retain ownership
such asit hasin its new wirdess venture. The impact on the current monopoly agreement should
amall asdataisasmal percentage of the total revenue and vaue.
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E.3 Change Laws — Specifically sections 21b, 23, 24, 74b, 78 and 79 of the
Telecommunications Law of 1995

Section 21b requires that exclusions can be given upon recommendation of the Commisson and
gpprova of the Council of Ministers to establish and operate a private telecommunications
company. For asmdl company, the costs of legd and lobbying assstance is avery high barrier to
entry. Inaddition, thisisalengthy process, hurting the “time to market” advantage that
entrepreneurs and investors want to enjoy. It is recommended that this section be repealed.

Section 23 requires that a contract between the public and private networks requires approva by
the TRC. No process for thisis evident, but even if there were, it isabarrier to easy entry. The
consumer will decide oversight of abuse by high rates or poor quality.

Section 24 requires a private network to become a public one to offer commercia services and then
only after Commission gpprovad. Again this restricts market entry and consumer choice. This
section should be removed entirdly.

Section 74 pendizes use of the Internet for voice traffic. In developed economies this has not yet
amounted to any sgnificant decrease in traditiond voice revenues for monopoalies, in fact wirdess
has had a much greater impact. Use of a computer for voiceis actudly very expensive consdering
the initial equipment investment. As a shared resource, use of the computer for voice services such
as cal centers and customer care, e-commerce, and conferencing actudly is a postive training and
experience building exercise. Utilization of digitd circuitsfor IP telephony (VolP) isinitsinfancy, but
promises to reduce traditional costs of calls outside of the Internet. Section 74a can remain asa
pendty for illegd use of facilities without paying, but the use of the Internet to place cdlls should be
alowed as a legitimate use of the network. Section 74b should be repeded, thus alowing
competition and access for internationa connections a prevailing market prices, sgnificantly less
than current prices.

Section 78 should be repealed or replaced with a clause that restricts misuse of a network, such as
to illegdly tap into acompetitor’ s circuit or to disrupt any other person’s services.

Article 79 would restrict acompany from resdlling its excess capacity. Inthe case of an IT park or
incubator facility, it would not be possible to aggregate traffic in order to negotiate alower rate. This
section should be repealed.

Section 22 has adiscrepancy between the Arabic and English versons — strike the word “cable”
from the English verson.
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E.6 Easy equal access

To minimizetheinitid dday inthe smdl IT development sartups in acquiring sufficient capitd to
provide a technology to provide their services efficiently and to encourage an equa playing field
initidly for dl entries a high tech data connection center is proposed. This could beinitidly
structured and designed as part of the JTC data facility buildout if it is located on the new backbone
circuit route.

The facility would be designed to incorporate:

a secure and accessible data center

an equd technology and interconnection center for dl entities

access directly to international access links by FLAG and satdllite

office and support facilities, including incubator and research facilities
Such adesign would be unique in the world by combining a data center and an open office or
campus for the technology functions of IT users.

E.7 Seed Funding by Kingdom of Jordan

The above recommendations will cost millions of dollars to implement. It will be difficult for existing
companies to organize, to attract investment funds, to set stlandards and demand requirements, and
to design aworld-class facility in the short time needed to put Jordan in aregiona and possibly
world-leadership position and capita needs for such afacility

It is recommended that the Kingdom of Jordan undertake a study to determine the technology and
fund whatever it takes as immediate seed funding to start up the IT development industry. By funding
this through negotiable bonds backed by the Kingdom of Jordan (KQJ), it allows investors a secure
path to participate and if not totally subscribed can be made whole by direct government funding. It
aso provides an initid example of market enterprise and investment by the first IT venture capitaid,
the KOJ.

Section F - Analysis

Section 12.a.1 of the Communications Law of 1995 suggests public communications networks are
to be administered in a competitive manner. 12.a5 and 12.a.16 indicate that a methodology be in
place to evaluate and set price controls. This cannot be done without effective anaytica tools and
knowledge. This section recommends that al involved parties need to acquire and exercise more
andyticd skillsin demand, market andysis and pricing. Thisis needed regardiess of deregulation of
all or part of JTC.
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F.1 Lower Rates via a Market Basket Rate Cap

The most consstent and obvious complaint heard in al sessions was the need to reduce rates for
internationd links. In addition to dlowing independent access to internationd carriers, it is
recommended that immediate reduction of rates take place. These rates could be reset immediately
by arate cap composed of amarket basket of ratesin several Smilar countries. The EU has set up
such ascheme. Although arate cagp is not an optimum pricing mechanism, it isareasonable valuein
lieu of any definitive vauation. Post andys's could be done to remedy any discrepancy, but thisis
not a large revenue source for JTC as a percentage of their entire revenue. Due to lack of
accounting information, it is beyond the scope of his report to determine exact numbers, but arough
etimate isless than $ID25 million for theinitia data portion.

The incentive to expand bandwidth and services after lowering of access link prices should be
advertised and documented to stimulate demand and awareness of these services, thus indirectly
advertisng the I T industry and the REACH vision. This also would encourage 1SPs to pass on ther
savingsto ther clients.

A rae capisa‘“not to exceed” price for the monopoly that alows JTC to aso be competitive as
long asthey don't cross subsidize and set an atificidly low price to gain market share and keep out
potentia entrants. Thisis cdled the “ deep pockets’ gpproach andisillegal.

F.2 Implement Rate of Return oversight of JTC

The current law encourages price control. An effective mechanism israte of return pricing that
alows areasonable return on value, but not excessive, by JTC. Consderation of rate caps for data
only should be noted as this can be in conflict with ROR pricing without close accounting oversight.

F.3 Implement Cost Analysis at TRC

The Law requires TRC in section 12.a.5 to “draw up standards, bases, and formulas for determining
the rates of services offered...”. TRC dtated that such an effort would take up to ayear, then
indicated that they are not properly staffed to do such astudy. JTC has no methodology to organize
or submit their cogts for standard analysis as they have not been required to do thisin the padt.

F.4 Implement Demand Studies

Pricing for rate of return and for the market requires demand and dadticity information. None of the
stakeholdersindicated their knowledge of such studies. Except for avision to get to 30,000 IT
workers and develop a $ID550 Million IT indugtry, there is no study showing how thisis achievable
based on current local, regiona, or world market conditions.

AMIR Program 19



Access Link Pricing Final Report

F.6 Create more Stakeholder Associations; include schools, medical,
financial, IT Industries external to Jordan

There were no representatives from ingitutions other than the providers or the government at the
stakeholders meetings or interviews. Whole classes of potential high usage users (as seen in other
countries) include;

finencid

medica

education

the generd business community

foreign interests wishing to penetrate the Jordan market.

Advertisng to and formation of affinity and specid interest groups are needed. For instance,
schools probably see the cost of access so high that they don’t even consider themselves users.

F.7 Conduct Market Studies

Market studies are typica to determine demand and interest in new products and services. They
are dso waysto simulate demand. There was no compdlling evidence that if Irdland, for instance,
displaces cdl centersfor higher order IT services, that anyone would consider Jordan as apossible
Steto reocate. Studies of domestic as well asinternationa, regional, and specific region markets are
needed to further analyze what types of 1T services would be attracted to Jordan.

Section G — Planning

G.1 Develop priority and strategies, then create tactical action plans

Markets are captured by strategies and competent management over along term. There is evidence
that IT companies are chasing each other’ s customers. For example, it was estimated that there are
30,000 Internet users. Comments indicated concentration on how to better servethem asa
competitive edge over JTC or other ISPs. An expansion into a market of over 500,000 potential
users based on a high penetration of existing telephone users was not mentioned.

A well planned strategy and a schedule of actionsto achieve gods is needed. These are the how and
when to the why and what noted in Section C.3 above. How much is yet to be seen.

AMIR Program 20



Access Link Pricing Final Report

G.2 Create a co-opetition environment — win —win —win

It was disappointing to hear both the users of data services and JTC complain about each other.
Even providers were complaining about the qudity of their competitors services. Effortsto change
thisto awin-win environment where better public knowledge of the IT industry as a postive force
for changeisneeded. An examplein the US and other companiesis the bad reputation that cable
TV companies had for service. This has effectively discouraged the American consumer from
purchasing High Definition TV becausethey don't “trust” CATV to ddiver aqudity sgnd that
demands aqudity set. This has further ddayed digitization of movies and other mediafor ddivery
viacableand DVD.

Co-opstiton is the art of cooperating while competing. By sponsoring “technica fairs’ and other
public awareness events, the providers can pool ther resources to increase demand, thus growing
the overdl market and their revenues rather than competing for market share in a satic market.

It is recommended that monthly meetings be held at JTC on what technology and the various
associations are doing. TRC, JTC, and int@j could be co-sponsors.

G.3 Be different but positive

IT development based on telecommuni cations access and bandwidth has created many different
opportunities. By developing niche markets, a company can establish itself as a unique and vauable
sarvice. By forming dtrategic aliances, it can concentrate on its core business while sharing common
information on such things as new equipment and techniques or marketing and funding opportunities
with its partners.
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Telecommunication
Law

Article 20:

No one can operate a
public or private network
unless has obtained a
license or permit.

Restrictive.

a) It is not clear from the
Article whether a
“license” or “permit” is
required in case of a
private network.

b) Requiring such license
or permit for operating
private network is a
barrier in front of
businesses and IT parks.

Delete license or
permit requirement
for operating a
private network.

Telecommunication Redtrictive. As stated above,
Law Article 21/b: delete the approval
requirement and
The Council of Ministers alow private
shall be entitled , by virtue networks to be set
of recommendation by without license or
the Commission, to permlt sincelitisa
exclude any juridical barrier to entry.
person from the
conditions of obtaining
permit to install and
operate
telecommunication
network.
Article 23: Restrictive. Delete approval of
Subject to the Commission since

Commission approval ,
departments and persons
excluded from approval
under Article 21, may
connect their private
networks to public

Requiring approval from
Commission on
connection contracts
between public and
private is unnecessary.

such connection
contract would be
based on commercial
relations between the
private network and
the public network ,

networks. so there is no need
for intervention by
the Commission.

Article 24: Restrictive. Owners of private

Departments and persons
excluded under Article 21
shall not offer
commercia
telecommunications
services to beneficiaries
or subscribers on private
telecommunication
networks except after
such network is licensed
by the Commission as a
public telecommunication

a) IT parks will not be
able to re-sdll
telecommunication
services to businesses
located in the park or to
aggregate traffic in order
to negotiate lower rates.

b) a company will not be
able to re-sdll its excess

capacity .

networks should have
the ability to use their
private network for
commercial reasons.
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network pursuant to this
law.

Article 74(b) :

Anyone who offers or
contributes to offering
internationa
telecommunications
services by such means
that would lead to
competition between
licensed
telecommunications
networks and foreign
telecommunications
networks shall be
punished by
imprisonment (1 month-3
months) or by afine
(100-1000 JD).

Restricting use of internet
for voice traffic.

Reped this Article
and alow for
competition access to
international
connections at
prevailing market
prices.

Article 78: Restrictive. Repeaed or reworded
Anyone who installs or so that what is
operates a public punished is the
telecommunication misuse of a network
network in contradiction such asto illegaly tap
to the provisions of this into a competitor's
Law, shal be punished by circuit or disrupt any
imprisonment for a period person’s services.

not less than one month

and not longer than six

month , or by afine

(2000-5000 JD) or by

both.

Article 79: Restrictive.

Anyone who connects a
private network to a
public without the
Commission’s approval
shall be subject to
imprisonment not
exceeding 6 months or a
fine (500-2000 JD) or by
both.

To be repealed so as
to alow private
networks to be
connected to public
networks without
Commissions
approval .
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